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Abstract
The Resource Based View (RBV) and its extension a Natural Resource Based View (NRBV) of the firm
suggest positive benefits associated with disclosure of a firm’s corporate social responsibility (CSR)
activities, by signaling quality of management to its investors. With increased transparency of firm
information available on the Internet, this assertion needs re-examination. We empirically investigate
the materiality of CSR disclosure to firm performance using panel data of publicly traded firms between
2009 and 2014. We find moderate support for CSR disclosure increasing firm value, with only the
disclosure of social responsibility scores being associated with higher levels of firm performance, as
measured by Tobin’s q. This relationship is positively moderated by the extent to which a firm is
consumer facing.
Keywords: Corporate Social Responsibility, CSR, firm performance, Tobin’s q, green, governance, social,
environmental

Introduction
Devin Thorpe (Forbes, 2013) says, “It does appear that the world is experiencing the beginning of what
could become an era of more conscious capitalism.” Thorpe’s article on Corporate Social Responsibility
(CSR) suggests a brave new world of socially active firms where society and firms mutually benefit from
engaging in CSR initiatives. While the intuition and reasoning behind CSR is noteworthy and the
motivation is well intended – that is, these initiatives are intuitively understood as providing benefits for
society, it is still incumbent on scholars and practitioners to understand, quantify and measure the effect
of such CSR initiatives. For instance, Epstein-Reeves (2012) provides six reasons for firms to embrace
CSR and suggests that firms which implement CSR initiatives should see improvement in one or more
metrics of firm performance.
CSR initiatives and the accumulation of expertise, knowledge, intellectual property, know-how and trade
secrets related to CSR can be viewed under the lens of the Resource Based View (RBV) of the firm. RBV
has been studied in prior literature (Wernerfelt, 1984, 1995; Petraf 1993; Amit and Shoemaker, 1993,
Connor 1991) where resources comprised of traditional production factors and those tangible and
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intangible assets that endow a firm with hard-to-replicate or inimitable competitive advantage.
Traditional resources were extended to include Information Technology (IT) as comprising a part of RBV
(Bharadwaj, 2000, Melville, Kraemer and Gurbaxani, 2004). The growing awareness and interest from
society, scholars and practitioners on Corporate Social Responsibility (CSR) spurred research in areas
such as the effects of environmental initiatives (Russo and Fouts, 1997) and CSR began to be included in
the lexicon of RBV.
A logical extension to RBV when studying CSR would is the Natural Resource Based View (NRBV) of the
firm (Hart 1995; Hart and Dowell 2011). The reason for this extension of the RBV model to NRBV arises
from the business value derived from CSR commitments and initiatives undertaken by the firm. Such
business value comes from increased focus in operational efficiency, earning trust and loyalty from
customers, and signaling a well-managed firm to investors. Hence, RBV and NRBV provides a framework
to analyze and understand CSR initiatives by firms and their effect on firm performance.
The RBV and NRBV framework in the context of CSR initiatives has generated debates among scholars,
with Eccles et al. (2014) most recently showing a positive effect of CSR disclosure on firm processes and
performance. However, generalizability of this finding is still limited and the subject remains a source of
continuing debate. Given that the Internet has enabled greater transparency of firm information, it is of
particular interest to both academics and practitioners to understand whether previous theoretical
argument for CSR serving as proxy to reduce information asymmetry between firm and its constituents
still hold. We add to this emerging body of work by analyzing the effect of CSR initiatives on various
measures of firm performance using panel data of publicly traded firms from 2009 to 2014.
Aupperle at al., (1985) provide an excellent summary of the literature on CSR and profitability measures
three decades ago. They note that the early studies had biases and were incomplete because of the
inadequacy and limitations of the available measures of CSR. Indeed, Abbot and Monsen (1979) observe
that empirical studies on CSR are undeveloped. Many of the early studies mentioned in Aupperle et al.,
(1985) as well other studies (McGuire et al., 1988) suggest a positive association between CSR and a
variety of measures of firm performance, Sen and Bhattacharya (2001) find that CSR initiatives lower the
consumer’s propensity to buy from the firm. Margolis and Walsh (2003) provide a subsequent survey of
the literature on Corporate Social Performance and financial outcomes. Luo and Bhattacharya (2006) find
that CSR harms firms in terms of market value measures when firms have poor capability to innovate. A
more recent study on sustainability initiatives (Eccles et al., 2012) finds that firms that are high in such
efforts have higher performance with consumer facing firms having the strongest performance.
Prior studies indicate that the economic value of CSR initiatives in terms of firm performance measures is
not clear. This lack of clarity in firm outcomes may be attributed to the lack of reported measures on CSR
activities. To address this dearth of CSR metrics, there have been recent efforts by market data collection
firms to formalize the description and reporting of CSR information. We expect such efforts to collect and
organize CSR data to improve over time.
One view of CSR is that such initiatives are intrinsically good and that firms that implement CSR should
reap benefits in terms of performance measures. However, another view that may be deemed cynical is
that CSR is simply window dressing to satisfy activist demands and that economic value may not be
justified. Our research builds on prior work to help understand the value of CSR and the factors that may
affect the economic value of CSR.
In this study, we access Bloomberg’s Environmental-Social-Governance (ESG) database of a wide set of
CSR measures reported by publicly traded firms to analyze the relationship between CSR and measures of
firm performance. To provide a more rigorous analysis, improving upon matched sample of crosssectional data by Eccles et al. (2014), we sample both large and mid-cap firms over multiple years to
increase validity of our findings. We use both a composite measure of CSR, as well as a further
decomposition of the composite measure in terms of three dimensions: (i) environmental initiatives, also
known as green initiatives such as reduction of carbon footprint, energy and water conservation, etc., (ii)
social initiatives such as increasing diversity of workforce and improving labor conditions, etc., and (iii)
governance initiatives to set firm strategies to include CSR initiatives. Some scholars and practitioners
consider sustainability initiatives as a separate item (Melville, 2010). However, sustainability is generally
considered as part of the environmental sub-category as we do in this paper.
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We find moderate support of natural resource view hypothesis, with no statistical significance found
between a composite CSR score and firm performance, as measured by Tobin’s q. Instead, we find that
higher engagement in social responsibility activities is positively associated with firm performance. This
relationship is positively moderated by a firm’s consumer orientation, enhancing the positive effect of
social responsibility engagement and Tobin’s q. We describe the data, our model, empirical specification
followed by our results and discussion in the following sections.

Research Methods
Data Description
Controlled-environment agriculture (CEA), such as indoor farms and greenhouses, is a key path to
increasing food production; however, the industry’s current practices can require considerable energy to
power artificial lighting to maintain plant growth on overcast days to meet production schedules.
Electricity for lighting can make up 30% of the costs for CEA. Currently, most greenhouses have timers or
an automated control system that use light sensors which turn on all lights at full power when light levels
drop below a predetermined intensity, where only a fraction of the light might be required to reach a
plant’s needs for growth. This system is inefficient, resulting in energy waste and higher operational
costs.
Our data are primarily collected from the Compustat form firm-specific data and Bloomberg ESG
databases for CSR scores. The time period covering the analysis for this study is from 2009-2014. Data
were collected across the two data sources to create 11,430 observations consisting of 1,688 firm-groups
with an average of 6.77 observations per firm. Data from all industries are included and captured by fiscal
year. We match the firm financials data from Compustat with each available firm’s environmental, social
and governance scores obtained from Bloomberg for each year included in the analysis. If a firm did not
have all data fields available for the year/firm combination, the firm was dropped from the analysis for
that year. Our preliminary analysis is based on 2,051 observations consisting of 432 firms.

Empirical Model
In order to test materiality of CSG disclosure scores on firm value, we use Tobin’s q as main dependent
variable, calculated by dividing market valuation (mkvalt) by the total asset valuation (at) to obtain
“mkvalt/at”. Market valuation and total asset value data were collected from the COMPUSTAT North
America database. In addition, we also collected additional financial results from 2009-2014 were
collected from all firms included in the database.

Independent variables
Social Disclosure Score. We collected CSR disclosure scores from the Bloomberg Corporate
Responsibility Index database. Scores presented are a composite of various measures related to CSR
activities collected by Bloomberg for the representative year. The sources of such information are
proprietary and in general consist of publicly available information such as annual sustainability reports,
corporate websites, as well as surveys with corporate representatives. We collected a composite index of
environment, social, and governance, as well as individual scores.

Moderating Variables
Advertising Intensity. Data from 2009-2014 were collected from the COMPUSTAT. North America
database. Advertising intensity is calculated by dividing the firm sales by the firm advertising spend.
Data from COMPUSTAT on advertising expenditures (XAD) is divided by sales (SALE).
Firm Type. We selected firms of various sizes to increase robustness of our analysis. We chose firms
listed in S&P 500 and S&P 1000 representing large cap and mid cap firms. We also include select firms
who are likely to be motivated to adopt CSR disclosure practices. We used industry classification codes
related to agriculture production, processing, and retail, consisting of 1000 firms.
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Control Variables
Employees. In order to isolate variation that may be the result of firm size, total number of firm
employees are used as a control variable. The COMPUSTAT value of EMP was used to represent total
employees. Employee data is included for each fiscal year of the analysis.
Capex to Assets. In order to control for firms making current capital investments the ration of current
period capex to existing assets is included in the analysis. Data are collected from COMPUSTAT, capital
expenditure data (CAPX) is divided by total assets (AT)
Return on Assets. In order to control for the asset intensity of the firm, return on assets is included in the
analysis. Data are collected from COMPUSTAT, profitability data (NI) is divided by total assets (AT).
Year. In order to control for differences in perception of social responsibility over time, year is included
as a categorical variable in the analysis. Year data are collected from COMPUSTAT. Our empirical model
is captured as equation 1 below, and the full list of variables and summary statistics are shown in Table 1.

Tobin’s Qit =+1*Social Disclosureit +2*ADSALEit +*Firm Typeit +*Controlsit + it , (1)
Where Firm Type is a vector of dummy variables capturing various firm types including large, mid, and
CSR focused firms, and Controls is a vector of variables to control firm resources such as employee size,
capex to assets ratio, return to assets, and year dummies. Our specification also include interaction
between Social Disclosure and ADSALE.

No
1
2
3
4
5
6
7
8
9

Variables
Tobin's Q
Social Disclosure
EMP
CXA
ROA
ADSALE
Large Cap
Mid Cap
CSR Focused

Description (Obs. 2051)
Mean SD
Min Max
Firm value operationalized as Tobin's Q 1.54 1.32 0.00 12.30
Social Disclosure Score Index
18.67 15.02 3.33 73.68
Employee Size (000s)
47.73 136.94 0.02
2200
Capital Expenditure to Assets Ratio
0.04 0.03 0.00
0.35
Return on Assets
0.07 0.08 -0.53
0.77
Advertising Expenditure to Sales
0.03 0.04 0.00
0.31
Large Cap firms (S&P 500)
0.40 0.49
0
1
Mid Cap firms (S&P 1000)
0.33 0.47
0
1
Firms with CSR focus
0.22 0.41
0
1
Table 1 Summary Statistics

Parameter Estimation
We analyzed the data using a linear regression panel model specification. In conducting this analysis, we
first examine the stationarity of the panel data included in our data set. As the panel is not strongly
balanced, we use Fisher-type tests allow for unbalanced panels. The results of the Fisher type text
demonstrate that the panel data is stationary. As an additional control in our analysis, we use an
Arellano–Bover/Blundell–Bond linear dynamic panel-data estimation to address variation accounted for
in the lagged dependent variable. The analysis is conducted in STATA, using the xtdpdys command. This
approach controls for correlation of the dependent variable in the analysis with the results of the
dependent variable from previous periods. By evaluating the data as a panel, we recognize that repeated
measures of firms over years are not independent observations. The results from our analysis is shown in
Table 2.
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DV: Tobin’s Q
L.tobinsq
Social Disclosure
ADSALE
ADSALE X Social
Score

Coeff.
0.71***
(18.29)
0.05***
(2.71)
-2.35
(0.90)
0.13*
(1.67)
-0.00

EMP

(1.58)
0.32

CXA

(0.28)
0.48

ROA

(1.40)

Mid-Cap
Large Cap
CSR Firm
Constant

-10.83***
(6.21)
-7.20***
(4.71)
-14.05***
(4.94)
10.33***
(6.48)

Ch-sq statistic

1,233.5

Obs.

2,051.00
* p<0.1; ** p<0.05; *** p<0.01

Table 2 Arellano-and Bover/Blundell Dynamic Panel Regression

Discussion of Results
Our data analysis using dynamic panel regression shows that the materiality of CSR disclosure shows
moderate gain in firm value, measured by Tobin’s q. Although not shown in this paper, we tested the
effect of overall composite score, environment, and governance disclosure scores on firm value and found
no statistical significance. The only index score that showed statistical significance is social disclosure
score. This preliminary finding suggests that previous studies on the materiality of CSR disclosure,
leading to a direct and positive benefit on firm value may be overstated, or perhaps disappearing. We
speculate that our finding is a consequence of the greater availability of firm information in the markets.
We also find that greater advertising expenditure as proxy for customer oriented firm has both direct and
moderating effect on firm value, enhancing the social disclosure effect, thus providing moderate support
to our hypothesis.
Although our empirical analysis requires further robustness testing such as accounting for selection effect
of firms who may be strategically choosing to disclose CSR scores as a means to differentiate from
competition, as well as including additional controls, we believe our study adds contribution to the
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literature on CSR activities and firm value, as well as a critical role that IT plays in disseminating
corporate disclosure information and influencing markets perception of firms.
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